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Introduction

The preparation and adoption of a Capital Improvements Plan (CIP) is an important part of
Derry’s budget process. A CIP aims to recognize and resolve deficiencies in existing public
facilities and anticipate and plan for future demand for capital facilities. A CIP is a multi-year
schedule that lays out a series of municipal projects and their associated costs. Over the six-
year period considered by the CIP, it shows how the Town should plan to expand or renovate
facilities and services to meet the demands of existing or new population and businesses.

A CIP is an advisory document that can serve many purposes, among them to:
e Guide the Town Council in the annual budgeting process;
e Contribute to stabilizing the Town’s property tax rate;
e Aid the prioritization, coordination, and sequencing of various municipal
improvements;
e Inform residents, business owners, and developers of planned improvements;
e Identify challenges moving forward.

Although the CIP is a planning document and advisory in nature, it does serve a critical purpose
to help identify capital needs and, equally important, requires the Town to identify the source
of funding to pay for these pieces of equipment and buildings. Historically, virtually all major
capital expenditures have been funded with Capital Reserve Funds, which are replenished
through transfers from the Unallocated Fund Balance (UFB) in accordance with Town Council

policy.

The Council’s policy limits the amount of transfer to $1.5M annually; a review of past transfer
amounts confirms that dependency on UFB to fund the Town'’s capital needs at that level
remains unreliable. However, until the Town can develop additional revenue sources and
transition some funding away from reliance upon UFB, that’s the mechanism which is available,
and the CIP should reflect that fact.

This plan is built upon an estimate of $1,250,000 available annually for transfer into Capital
Reserve Funds. In FY19, the Town began budgeting $250,000 in the operating budget for
capital improvements to begin the process of reducing the Town’s reliance upon fund balance
to finance capital needs. The Town has completed a review of the funds available for the
program over the past several years, which confirmed that the $1.25M level appears to be
sustainable.

In certain years the amount available will exceed estimates; when that occur, the CIP should be
revised to accelerate capital acquisitions which better reflect the true needs of the
organization.



Information contained in this report was supplied by the various town Departments and Boards
and Committees. Although this Capital Improvements Plan spans a six-year planning horizon
the Plan is updated annually to reflect changing demands, new needs, and regular assessment
of priorities.

This document contains those elements required by law to be included in a Capital
Improvements Plan.  The Chief Financial Officer coordinated information supplied by Senior
Staff to develop this report under the authority of the Town Administrator pursuant to Section
9.8 of the Town Charter.

For purposes of the CIP, a “capital project” is defined as a tangible project or asset having a cost
of at least $100,000 and a useful life of at least five years and all projects/equipment funded
from capital reserve funds. Eligible items include new buildings or additions, land purchases,
studies, substantial transportation improvements, recreation facilities and purchases of major
vehicles and equipment. To provide the Town Council with all pertinent information, items
such as building repairs and equipment purchases should be combined, which usually exceeds
the $100,000 threshold. Operating expenditures for personnel and other general costs are
not included. Expenditures for maintenance or repair are generally not included unless the cost
or scope of the project is substantial enough to increase the level of a facility improvement.

Executive Summary

The Capital Improvements Plan for FY 23 — 28 anticipates investing $64.2M in capital projects
over the next six years; of that amount, $27.6M is projected for General Fund projects and
equipment, $18.5M for Water, $17.2M for Wastewater and $945K for Cable.

All of the projects listed in the Plan have an identified funding source, with two major
exceptions.  First, the Town Council directed that an evaluation be completed of the Town’s
public safety facilities, which resulted in a report which identified several strategies to address
the deficiencies on the facilities. Placeholders have been included in this plan to recognize both
the need and the continuation or studies to finalize a direction for this project. Second, the
Town continues to review the condition and future use of the lodge at Alexander-Carr Park. A
similar placeholder has been inserted for this project as well.

Finally, this plan anticipates significant capital investments into the Town’s water and
wastewater systems; the Council has yet to set policy on this matter and will be subject of a
workshop during the review of the FY23 budget.

Funding of major projects and continued sustainable funding for the entire plan will remain
challenging through the mid-term. The Town restarted funding for capital in the FY 19 Town
budget with a $250K annual appropriation, however, a vast majority of funding is contingent
upon availability of sufficient surplus at budget year-end; this strategy needs to change for the
Town to adequately fund its capital needs.



The Town went through a period several years ago where budget constraints and Council policy
prevented the scheduled replacement of equipment and facilities to maintain town services.
Since FY18, the Town has been implementing a plan to recover from the period by aggressively
updating its capital assets, however, at this pace, the plan is unsustainable in the mid and long
term.

Maintaining the current pace of replacement/acquisitions would have resulted in the following
challenging position with the Capital Improvements Program:

Capital Reserve Fund Projections
FY23-28
Draft Departmental Recommendations

Largest

Deficit
CRF Fund FY22 Balance FY27 Balance Largest Deficit Year
Police $ 913,812.00 $ (41,515.00) § (41,514.00) FY27
Fire $1,915,865.00 $(432,470.00) $(2,426,816.00) FY32
Public Works $1,079,708.00 $(169,545.00) $ (606,561.00) FY30
EMT/B&G S 422,549.00 $ 547,016.00 n/a n/a
IT $ 94,645.00 S (76,152.00) S 76,152.00 FY27

Upon a review of the Town’s anticipated financial position and extending the life of multiple
capital assets, this plan now reflects the following:

Capital Reserve Fund Projections
FY23-28
Town Administrator Recommendations

Largest
Deficit
CRF Fund FY22 Balance FY27 Balance Largest Deficit Year

Police $ 913,812.00 S 217,780.00 n/a n/a
Fire $ 1,915,865.00 $ 326,917.00 $(1,087,879.00) FY34
Public Works = $ 1,079,708.00 S 231,420.00 S (17,818.00) FY30
EMT/B&G $ 387,549.00 S 674,516.00 n/a n/a

IT S 94,645.00 S 88,964.00 n/a n/a




Although the Town is much better positioned through the current program period, future
additional analysis will be required to ensure that all capital reserve funds remain financially
balanced into the future.

Financing Methods

In the project summaries below, there are several different financing methods used. Four
methods require appropriations, either as part of the Town’s annual operating budget or as
independent warrant articles at Town Meeting.

The 1-Year Appropriation (GF) refers to those projects proposed to be funded by the
general fund within a single fiscal year. In this plan, the Town budgets at least
$1.45M for roads annually and funds its police cruiser replacement lease program
with direct appropriations from the operating budget.

The Capital Reserve (CRF) method requires appropriations over more than one year,
with the actual project being accomplished only when the total appropriations meet
the project cost. Virtually all purchases and projects for General Fund expenditures
are routed through the Capital Reserve or Expendable Maintenance Trust Funds.

Lease/Purchase (LP) method has been used by departments for the purchase of vehicles
and building renovations or additions exceeding $50,000. The Town issues 5-year
lease purchase agreements for expenses between $50,001 — $100,000; seven-year
financing above $100K up to the $1.0M range. Due to fiscal constraints, the Town
has had to enter 10-year leases on significant projects in the $1.0M range. The
leases are repaid from Capital Reserve Funds.

Bonds (BD) are generally limited to the most expensive capital projects, such as major
renovations, additions, or new construction of municipal buildings or facilities, and
allow capital facilities needs to be met immediately while spreading out the cost
over many years in the future.

Grants (GR) & Other Sources (0) are also utilized to fund capital projects; typically,
grants will cover a portion of the overall project cost, and the Town is responsible for
the remaining percentage of the project cost. There are several grants and other
sources identified in this Plan which should assist with project funding:

Assistance of Firefighter Grants — Funded at 90%, this grant source was used
successfully to replace the Fire Department’s Self-Contained Breathing Apparatus
purchase, with Air Filling Station in FY22, and planned for the vehicle exhaust
systems throughout the Department’s four fire stations.

Homeland Security Grant — Targeted for Emergency Management Division




purchases, with a varying cost share which may allow in-house soft cost matches.

Bridge Improvement Fund — Begun a number of years ago, leverages NHDOT Bridge
Aid to complete bridge and large culvert replacements.

Alexander-Carr Trust — Another strategy includes using excess earnings to replace
outdated equipment and facilities.

Tax Increment Financing (TIF) - TIF Districts allow the Town to use increases in
property values within a defined area to directly pay off bonds for infrastructure
improvements and capital projects within a defined district per NH RSA 162-K.

Derry Commerce Corridor Tax Increment Financing Fund — The Town Council
extended the former Rte. 28N TIF through Crystal, Birch, and the Downtown, which
provides funding for infrastructure improvements in this area, including Hood Park,
Downtown, Crystal Avenue and Manchester Road.

Gateway Tax Increment Financing Fund — The Town recently completed payment on
debt associated with the Ash Street Corporate Park; the Town Council in 2021
renamed and expanded the District to encompass the Exit 4A corridor to invest in
economic development opportunities as that project nears construction.

Access & Users Fee (AF) refers to money collected from users of a systems, dedicated to
ongoing maintenance of town-wide infrastructure, including:

Wastewater Fees — Customers of the Town’s wastewater system pay user charges
and may also be subject to access fees, with both revenue sources contributing to
wastewater capital projects.

Water Fees — Customers of the Town’s water system pay user charges and may also
be subject to access fees, with both revenue sources contributing to water capital
projects.

Southern New Hampshire Regional Interconnection Project — The Town has agreed
to play a pivotal role with the project, where water from the Manchester Water
Works is “wheeled” through Derry to communities south. In recognition of its
role, the Town will accrue wheeling revenues; recent legislation filed on behalf of
the Town (RSA 38:29 I-a) allows no more than 50% of these revenues to be used for
economic development purposes.

Lastly, the Town can take advantage of Public/Private Partnerships, where a private
organization shares the costs of funding a capital project.



Identification of Departmental Capital Needs

Project Forms are collected from Department Heads and Committee Chairs to identify potential
capital needs and provide descriptions for the project requests. Forms are tailored to generate
information that defines the relative need and urgency for projects and enables long-term
monitoring of a project’s useful life.

After written descriptions of potential capital projects are submitted, department heads or
committee chairs may explore any alternative approaches available to achieve the optimum
level of capital needs and improvements.

The requests submitted from Department Heads, Boards & Committees are evaluated and
assigned to the 6-year schedule according to the priority of all capital requests. The following
pages describe each of the requests that have been placed in the 6-year CIP program, and
include: spreadsheets of the schedule, funding sources, tax impacts, and other required
information.

Priority System

Priority 1 — Urgent
Cannot Be Delayed: Needed immediately for health & safety.

Priority 2 - Necessary
Needed within 3 years to maintain basic level & quality of community services.

Priority 3 - Desirable
Needed within 4-6 years to improve quality or level of services.

Priority 4 - Deferrable
Can be placed on hold until after 6-year scope of current CIP but supports
community development goals.

Priority 5 - Premature
Needs more research, planning & coordination.

Priority 6 - Inconsistent
Contrary to land-use planning or community development goals.
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Listing & Discussion of FY 23 Projects

Police Department
Cruiser Replacement - $489,368

Fire Department

Pumper-Tank - $750,000

Computer Aided Dispatch - $150,000

Cardiac Monitors - $40,000

Department of Public Works

Pavement Management - $1,500,000

Traffic Signals - $100,000

Sunset Avenue — Culverts $1.0M

Franklin Street Culvert - $600,000

Highway Vehicles - $555,000

Systematic replacement of a portion of the
Department’s marked vehicle fleet..

Replace 1991 vehicle with more versatile
unit.

Upgrade existing modules and purchase
additional CAD/RMS modules to enhance
safety.

Continue systematic replacement of
monitors in apparatus.

Annual appropriation for road repair and
reconstruction throughout the community.

Four-year program at $25,000/yr. to
upgrade signals at various intersections

Replace/upgrade existing culvert crossing
with a precast concrete box culvert at
Sunset Circle, and near Windham Road.

Replace/upgrade existing culvert crossing
with a precast concrete box culvert

Replacement of the following vehicles:
5500 Truck w/Crane Body- $130,000
10 Wheel Mach Dump - $235,000
5500 Truck w/plow - $105,000

2500 Truck w/plow — 50,000

Mid-Size pick-up truck - $35,000
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Expendable Maintenance Trust
Fire Facilities - $65,000

Central Fire - $15,000
Derry Public Library - $45,000

Parks and Recreation Facilities
A/C Park - $600,000

Ryder Field & Vet’s/Ohara - $400,000

Don Ball - $75,000

Hood Park - $500,000

DPW — Water Division (User Fees)
Water Main Upgrade - $600,000

SNHRWP Pump Station Upgrades
$60,000

Rand Shepard Water Quality - $6.11M

Vehicle Replacement - $265,000

Add 3 Plymovent drops at various stations.
Replace 6 garage doors.
Replace carpeting

Replace playground/lights using Rec Bond -
$100,000

Skate park upgrade with A/C Trust proceeds
and Rec Bond - $500,000.

Replace lighting and complete pickle ball
court from Rec Bond - $200,000

Pave parking lot at Ryder from Rec Bond -
$125,000.

Replace lighting at Vet’s/O’Hara - $75,000

Replace lighting

Implement comprehensive renovation plan
from Rec Bond.

Annual replacement and upgrade, older AC
mains are replaced with newer ductile iron
mains. These improvements increase the
flow capacity of main lines, improve the
structural strength of the mains and reduce
leak potential and lost water costs.

Pump Station upgrades associated with
regional water system project
Comprehensive water quality upgrades.
#517 — F350 Mechanic Truck - $85,000

#650 — F550 w/Crane - $130,000
$678 — Mid-size pick-up - $50,000
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DPW — Wastewater Division (User Fees)
Vehicles - $75,000

WWTP lagoons - $5.775M

Standby generators - $600,000
WWTP

Cable Division (Franchise Fees)
Master Control Ops - $75,000

Mobile Production - $35,000
Radio Equipment - $15,000

Studio Equipment - $90,000

Meeting Rm Equipment - $10,000

Replace Mechanic’s Utility Truck
Reline and restore all three lagoons

Generators at Sewer Lift Stations and

Server, Emerging Media Lab, Ch 23
automation system.

Remote camera kit
Radio Equipment/Required OPS

Remote communications; production
equipment, edit suite, rooftop camera

Conversion equipment/support

19



Capital Reserve/Expendable Maintenance Trust Accounts

The Town has established several Capital Reserve and EMT funds to which annual contributions
are made to support long term investments, including fleet maintenance, regular
repairs/replacements or recurring costs.  The intent is to provide for regular contributions so
that full funding is spread over multiple payments. Capital Reserve Fund accounts are created
with a vote of the Town Council. A subsequent vote of the Town Council by adoption of the
Annual Budget or by separate resolution is required to withdraw resources from the accounts.

The Town Council has adopted a Fund Balance Policy which, among other uses, funds the
Towns capital reserve and expendable maintenance trust accounts.  Pursuant to this policy,
funds may be transferred into these accounts annually without further Town Council action.

The following accounts have been created:

Highway

Fire

Police

Information Technology

Expendable Maintenance Trust for Building and Grounds

The CIP details the allocation of appropriations/UFB to each fund based upon the relative need
to fund equipment/retire capital leases. The baseline funding estimate is $1.25M annually.
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Conclusion & Recommendations

The Capital Improvements Program herein provides a guide for budgeting and development of
Derry’s public facilities. The Town will review and update the CIP each year prior to budget
deliberations, and the CIP may be modified each year based on changes in needs and priorities.
As noted in the Plan, there are some projects proposed where it has been determined that
there is not enough information to make a recommendation concerning a proposed capital
project. These are topics that should be studied in further detail before funding decisions
should be made.

The proposed plan is submitted for review and comment by the Planning Board prior to review
and adoption by the Town Council.

The Town will continue to seek improvements to this process to identify and fund necessary
capital investments within the voter approval tax cap as set forth under Section 9.4 of the Town
Charter.
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Appendix A: Town Charter Authorization

TOWN OF DERRY
TOWN CHARTER—SECTION 9.8

(A) The Town Administrator, after consultation with the Planning Board, shall prepare and
submit to the Town Council a capital improvement plan at least one month prior to the final
date for submission of the budget. The capital improvements program shall include:

(1) A clear summary of its contents.

(2) A list of all capital improvements including major replacements which are proposed
to be undertaken during the next 6 fiscal years, including, but not limited to, equipment, sewer
and water mains or facilities, roads, sidewalks, bicycle paths or lanes, public open spaces and
recreation facilities, new police or fire stations, and other new public facilities and major items
of equipment, with appropriate supporting information as to the necessity for such

improvements. 28

(3) Cost estimates, methods of financing and recommended time schedule for each

improvement.

(4) The estimated annual cost of operating and maintaining the facilities to be

constructed or acquired.

(B) The capital improvements plan shall be based on a period of not less than 6 years and shall
be guided by the Master Plan for the Town.

(C) The foregoing information may be revised and extended each year with regard to capital

improvements still pending or in process of construction or acquisition.

(D) The Town Council and Planning Board shall meet annually in preparation for and review of
the capital improvements plan in a manner determined from time to time by the Town Council.

(E) A summary of the updated capital improvements plan with estimated costs shall be included
in the Town report and the current year costs of the capital improvements plan shall be
included in the Town budget.

(F) The Town Council shall publish in one or more newspapers of general circulation in the
Town a general summary of the capital improvements plan and a notice stating: (1) the times
and places where copies of the capital improvements plan are available for inspection by the
public; and (2) the date, time and place not less than 2 weeks after such publication, when a
public hearing on said plan will be held by the Town Council.

(G) After the public hearing and at the time of adoption of the budget as set forth in Section
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9.4D of the Charter and on or before 30 days prior to the start of the ensuing fiscal year, the
Town Council shall by resolution adopt the capital improvements plan with or without
amendment, provided that each amendment must be voted separately and that any increase in
the capital improvements plan as submitted must clearly identify the method of financing
proposed to accomplish the increase.
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RESOLUTION #2021-061

To Revise the Town’s Fund Balance Policy

WHEREAS, The Town Council on May 15, 2018 revised the Fund Balance Policy which
established a certain retention level of Unallocated Fund Balance and further directed that excess
fund balance be transferred to capital reserve funds; and

WHEREAS, the State Legislature recently amended the statute to fully fund Meals & Rooms
revenues to towns and cities, allowing the Town to rely upon sustainable revenues to offset the
property tax burden; and

WHEREAS, a transition period is anticipated before the Town’s full share of increased Meals
& Rooms revenues becomes available during the State’s upcoming biennium;

NOW, THEREFORE, BE IT RESOLVED IN COUNCIL that the following procedure is
hereby adopted regarding the Town of Derry Fund Balance Policy:

1)

3)

4)

5)

Unassigned Fund Balance shall remain targeted at 9.5% of the sum of the Town’s general
fund operating appropriations, the state education tax amount, the local school net tax
commitment and the county appropriation;

During the FY22-23 State Biennium Budget, fund balance may be used annually to
supplement additional Meals and Rooms revenues to the combined amount of $650,000,
should funds be available beyond the 9.5% threshold;

Annually, Unallocated Fund Balance in excess of the 9.5% threshold and the amount used
in para 2) above shall be transferred without further action of the Town Council, to capital
reserve funds for Police, Information Technology, Fire, and Public Works, proportional to
the proposed expenditures from capital reserve as set forth in the adopted Capital
Improvement Plan.

The amount of the fund balance transfer shall be limited to $1.5M annually, including the
appropriation to the Buildings and Grounds Expendable Maintenance Trust. The S1.5M
target shall be further reduced in any year by funds the Town Council may appropriate
from the annual budget to the Capital Reserve Funds;

The amount of Unallocated Fund Balance to be transferred to the Buildings and Grounds
Expendable Maintenance Trust shall equal 15% of the total amount available or
appropriated under this policy, limited to $225,000 annually;

Any Unallocated Fund Balance available beyond that necessary to comply with this
Resolution shall be retained and managed pursuant to future Council resolutions;

For purposes of this Policy, Unallocated Fund Balance shall be defined according to
Governmental Accounting Standards Board Statement No. 54, and shall further include
any inter-fund transfers in the form of loans (e.g. Brady Avenue Sewer);
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8) Nothing within this policy shall prevent the Town Council, by appropriate action pursuant
to the Town Charter and state statutes, from transferring funds between capital reserve

funds to meet the needs of the organization.

This Resolution shall take effect immediately upon its passage.

Adopted September 21, 2021
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